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SUBJECT: JAPAN/EC BANKING TALKS 

REF: TOKYO 07373 

1 . SUMMARY: EC COMMISSIONER CHRISTOPHER TUGENDHAT HELD 
TALKS WITH GOJ OFFICIALS MAY 9-1 1 FOCUSING ON THE POSITION 
OF FOREIGN BANKS IN JAPAN. TALKS GENERATED A GOOD DEAL OF 
PUBLICITY BUT DID NOT APPEAR TO BREAK MUCH IF ANY NEW 
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GROUND BEYOND POSITIONS FORESHADOWED IN RECENT TALKS WITH 
SAN FRANCISCO FED PRESIDENT BALLES (REFTEL). GOJ AUTH 
ORITIES, WHILE RECOGNIZING THE UNIQUE POSITION OF THE 
FOREIGN BANKS, INSIST THEY ARE GIVEN, AND WILL CONTINUE TO 
RECEIVE, TREATMENT SIMILAR TO THAT OF JAPANESE BANKS. 

END SUMMARY. 
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2. THE TUGENDHAT VISIT WAS ACCOMPANIED BY A DEBATE IN THE 
PRESS ABOUT THE TREATMENT OF FOREIGN BANKS IN JAPAN. 

AFTER GIVING THE TALKS A BUILDUP AS A CONFRONTATION OVER 
BANKING POLICY, PRESS DEVOTED DAILY STORIES TO RECITATION 
OF THE LITANY OF COMPLAINTS OF THE FOREIGN BANKS, FOLLOWED 
BY POINT-BY-POINT REBUTTAL BY BANK OF JAPAN. PRESS 
ACCOUNTS INDICATED THE TALKS CENTERED ON: 

A. RESTRICTIONS ON ESTABLISHMENT AND BRANCHING BY 
FOREIGN BANKS. 

B. RESTRICTIONS ON FOREIGN OWNERSHIP OF JAPANESE BANKS. 

C. LIMITATIONS ON SWAP LINES. 

D. RESTRICTIONS ON ACCESS TO CALL AND BILL MARKETS. 

E. REQUESTS FOR AUTHORITY TO PERMIT ISSUANCE OF 
CERTIFICATES OF DEPOSIT. 

3. MOF CONTACTS TELL US THAT TALKS WERE MUCH MORE 
AMICABLE THAN PRESS COVERAGE SUGGESTED AND THAT BOTH SIDES 
AGREED TO CITE FOLLOWING AS OUTCOME OF TALKS. 

A. THE JAPANESE AUTHORITIES WILL DEAL WITH QUESTION OF 
FOREIGN BANK BRANCHING WITH A HIGH DEGREE OF FLEXIBILITY. 
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B. THE JAPANESE AUTHORITIES ARE ATTEMPTING TO EXPEDITE 
THE FURTHER DEVELOPMENT OF THE TOKYO MONEY MARKET AND 
THIS PROCESS WILL FACILITATE GREATER ACCESS OF FOREIGN 
BANKS TO THE MARKET. 

C. ON THE SUBJECT OF CD'S, THE COUNCIL ON THE STUDY OF 
THE FINANCIAL SYSTEM, WHICH IS REVIEWING THE JAPANESE 
FINANCIAL SYSTEM, WOULD TAKE INTO CONSIDERATION REQUESTS 
AND DESIRES OF BANKING INSTITUTIONS INCLUDING THOSE OF 
FOREIGN BANKS. 

D. FOREIGN BANKS WILL BE FULLY ENTITLED TO UTILIZE THE 
NEW IMPORT FINANCING SCHEME (SO-CALLED IMPORT SETTLEMENT 
BILL SCHEME). 

E. A CONTINUING EXCHANGE OF INFORMATION WAS PROMISED 
ALONG WITH A COMMITMENT TO RESPOND WITHIN A REASONABLE 
PERIOD TO QUESTIONS OF MUTUAL INTEREST THAT MIGHT BE 
RAISED. 

COMMENT: FOREGOING SUBSTANTIVE POINTS PARALLEL THOSE MADE 
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AND POSITION TAKEN WHEN IOHN BALLES, PRESIDENT OF SAN 
FRANCISCO FEDERAL RESERVE BANK, MET WITH IAPANESE AUTHORI- 
TIES IN MID- APRIL. IMPORT SETTLEMENT BILL SCHEME WAS 
ANNOUNCED SHORTLY AFTER BALLES VISIT AND EC VISIT WAS FIRST 
PUBLIC STATEMENT THAT FOREIGN BANKS WOULD BE ALLOWED TO 
PARTICIPATE. 

ON THE QUESTION OF INCREASING SWAP LIMITS, THE JAPANESE 
AUTHORITIES APPARENTLY REITERATED THEIR POSITION THAT 
EXPANSION WOULD BE CONSIDERED SYMPATHETICALLY WHEN EX- 
CHANGE MARKET PRESSURES EASED BUT GAVE NO SPECIFIC COM- 
MITMENT TO EARLY ACTION. IN RECENT DAYS, HOWEVER, PRESS 
STORIES REPORT THE BOJ IS PLANNING TO INCREASE THE SWAP 
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LIMITS IN THE NEAR FUTURE BY BETWEEN $400 AND $500 MIL. 
MANSFIELD 


Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 



Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 

LIMITED OFFICIAL USE 


NNN 


Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 



Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 


Message Attributes 


Automatic Decaptioning: X 

Capture Date: 01 jan 1994 

Channel Indicators: n/a 

Current Classification: UNCLASSIFIED 

Concepts: MARKETS, MEETING REPORTS, BANKS 

Control Number: n/a 

Copy: SINGLE 

Draft Date: 19 may 1978 

Decaption Date: 01 jan 1960 

Decaption Note: 

Disposition Action: RELEASED 
Disposition Approved on Date: 

Disposition Case Number: n/a 
Disposition Comment: 25 YEAR REVIEW 
Disposition Date: 20 Mar 2014 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1978TOKY009040 

Document Source: CORE 

Document Unique ID: 00 

Drafter: n/a 

Enclosure: n/a 

Executive Order: N/A 

Errors: N/A 

Expiration: 

Film Number: D78021 2-0334 
Format: TEL 
From: TOKYO 
Handling Restrictions: n/a 
Image Path: 

ISecure: 1 

Legacy Key: Iink1978/newtext/t19780539/aaaabgkp.tel 

Line Count: 169 
Litigation Code IDs: 

Litigation Codes: 

Litigation History: 

Locator: TEXT ON-LINE, ON MICROFILM 
Message ID: 2f77179a-c288-dd11-92da-001cc4696bcc 
Office: ACTION EA 

Original Classification: LIMITED OFFICIAL USE 
Original Handling Restrictions: n/a 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 4 

Previous Channel Indicators: n/a 
Previous Classification: LIMITED OFFICIAL USE 
Previous Handling Restrictions: n/a 
Reference: 78 TOKYO 7373 
Retention: 0 

Review Action: RELEASED, APPROVED 
Review Content Flags: 

Review Date: 03 may 2005 
Review Event: 

Review Exemptions: n/a 
Review Media Identifier: 

Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
SAS ID: 2631500 
Secure: OPEN 
Status: NATIVE 

Subject: JAPAN/EC BANKING TALKS 

TAGS: EFIN, JA, EEC, (TUGENDHAT, CHRISTOPHER) 

To: STATE USEEC 
Type: TE 

vdkvgwkey: odbc://SAS/SAS.dbo.SAS_Docs/2f771 79a-c288-dd1 1 -92da-001 cc4696bcc 
Review Markings: 

Sheryl P. Walter 
Declassified/Released 
US Department of State 
EO Systematic Review 
20 Mar 2014 

Markings: Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 


Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 



